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The Broad Repercussions of the Steel Strike 


In the face of a broad government priority redirecting 
shipments to defense and an apparently serious cutback in 
fourth-quarter allotments to nondefense, the steel market has 
maintained an unexpected calm. Part of the reason, of course, 
is the rapid rise in steel production during August. But there 
are other factors at work, some which have broad significance 
outside steel itself. For a first approximation of the effects 
of the steel settlement on production, wages and prices in 
the months ahead, see “Aftermath of the Steel Strike,” 


starting on page 338. 
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Some Food for Thought—in Potatoes and Eggs 


Among political issues, aid to the farmer has been a hardy 
perennial. But all parties agree that more than politics is involved. 
The level of agricultural price supports influences the quantity 
of agricultural production, farmers’ incomes, and consumers’ 
prices. Here is the why and the how of a central problem in 
agricultural legislation: the price-support program. 

The above is the opening paragraph of “The Floor Under 
Farm Prices,” that starts on page 347. A clear review of the 
history of price supports and their present-day workings, 
this article is a “must” for anyone wanting to brush up on 
this important national issue. Are price supports necessary ? 
Perhaps potatoes and eggs will supply the answer. Until 
quite recently there were floors under the prices of these two 
commodities. What has happened since the floors were 


removed ? 
e e @ 


Building New Industrial Plant 


Even before the steel strike, the rate of private industrial 
construction had turned down. And although the loss of 
structural steel may obscure the longer view somewhat in the 
coming months, other economic measures confirm the reality 
of the underlying trend. New awards for private industrial 
facilities are running well below those of a year ago, and 


337 


planned expenditures for private plant and equipment are 
no longer rising in most industries. 


For an analysis of the situation turn to page 342. 


Some “Why’s” on the H. C. L. 


Two articles in this issue discuss the high cost of living. 
“New Rise in Living Costs,” starting on page 364, describes 
what has happened, according to Taz ConFERENCE Boarp’s 
regular measuring of consumers’ prices. In this article, the 
items in the family budget that have gone up the most are 
identified, along with those that have risen relatively little. 
Some attention is also given to a study of which of the two 
years since Korea the bulk of the rises occurred in. 


“What Keeps the Cost of Living Up,” starting on page 361, 
explores the factors underlying the high level of consumers’ 
prices. These factors include high labor costs, growing tax 
burdens, rising marketing costs and higher service costs— 
with the latter two tracing back in good part to higher labor 
costs. Some light is thrown on the anomaly of how we can 
have declining prices of raw materials in the primary markets 
and, at the same time, why prices at retail to the consumer 
may be steady or even advancing. 


Status and Problems of Social Security 


Welfare benefits were raised for many persons by the past 
Congress. Benefits have also recently been raised for veterans. 
But veterans are also covered by the social security statutes, 
so that in many cases they are entitled to payments under 
both the general and the special laws. According to President 
Truman, this is “confusing, wasteful, and, to many people, 
hard to understand.” ‘This problem is only one of many 
under discussion in the article beginning on page 354. Included 
is a presentation, side by side in a special box, of the social 
security planks of the two parties in this Presidential 
election year. 


The Break in Ore Shipments 


ORE SHIPMENTS 4 


4“ From upper lake ports, Lake Superior district 


Steel output: ingots and steel for castings, in millions of 
short tons; iron ore shipments in millions of gross tons 


URING August the rate of steel production 
D climbed rapidly back toward its prestrike level, 

carrying freight carloadings and the Federal 
Reserve index of industrial production with it. The 
crisis was over, but the outlook hung on three funda- 
mental and still unresolved questions. How long 
and severe will the steel shortage be, and where will 
its impact on production eventually fall? What has 
the settlement done to the prestrike structure of 
wages? And what has it done to alter the listless 
drift of prices that featured prestrike markets? 


WHO GETS HOW MUCH STEEL? 


For steel supply, the outlook was anything but 
clear. Even after the emergence of an organized 
DPA plan for the distribution of steel in the post- 
strike market, steel consumers were caught in a 
cross fire of conflicting estimates based on conflicting 
hypotheses. 

In the shadow of the strike itself, spokesmen of 
the defense agencies at first took a very serious view. 
Even assuming no loss of steel production owing to a 
shortage of ore next winter, the loss of 20 million tons 
of ingot! had set defense back about a year, accord- 
ing to Mr. Steelman and Mr. Lovett. According to 
Mr. Fowler, DPA-NPA administrator, many of 
the expansion programs underlying the defense plan— 
aluminum, electric power, petroleum, transportation 
equipment, chemicals—had been delayed two months 
to a year; in the case of electric power, even the 
1953 program had been affected. 

At the same time, the automobile industry, the one 
civilian industry unmistakably thirsty after the steel 
drought, looked forward to a blackout of production 
toward the close of the fourth quarter, after having 

1Includes losses in April, May and August. 


AFTERMATH 
OF THE STEEL STRIKE 


The objective is ‘‘approximate balance’’ by 
March, 1953, but the route is unclear 


lost something like 400,000 assemblies in the third 
quarter. Several appliance makers reported that in- 
ventories of steel and of finished goods at all levels 
were already dangerously depleted; that any day steel 
would be the limiting factor in production; and that 
shortages of some appliances lay ahead. 

Taking note of the fact that both civilian and 
defense production were apparently going to be sub- 
stantially hampered by steel shortage, at least one 
respected trade source concluded that the strike had 
acted as a depressant rather than a stimulant to pro- 
duction in the fourth quarter, and that the Federal 
Reserve index would not hit the 230 level it would 
have reached if steel supply had been adequate. 

The gloom that shrouded the durables sector in 
early poststrike weeks was a natural extension of the 
alarm that spread through consuming industries in 
the last two strike weeks. Later in the month, opin- 
ion about the effect of the strike began to change rap- 
idly, both with regard to its total impact on produc- 
tion, and the distribution of the impact between de- 
fense and nondefense. 


FACTORS ACCOUNTING FOR THE CHANGE 


With regard to the total impact, the change has 
been owing to the unexpectedly rapid recovery of 
steel production itself; to the fact that August passed 
with very few additional shutdowns because of short- 
ages of semifinished steel, which suggested that the 
pipe lines were not so empty after all;! and to the 
strike’s disclosure of the rapid rate at which stocks 
had been accumulated under prestrike levels of steel 
production and consumption. 

Equally important has been the change in thinking 
about the eventual distribution of the impact. As the 
month wore on and the sense of crisis eased, more and 
more attention was devoted to the fact that a violent 
disruption of the prestrike pattern of steel shipments 
to catch up on defense would be costly; politically 


_ 1As of late August, something like 7 million tons of steel resided in 
inventory. A large number of metal-working companies producing 


nondefense goods apparently hold close to the thirty-day legal limit 
of steel inventory. 
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unrewarding; unnecessary in the case of some steel 
products, and impossible in the case of others; and, 
hence, not likely. 

The NPA plan for handling steel distribution in 
the poststrike period has called for achieving an “ap- 
proximate balance” of supply and validated demand 
by the end of the first quarter of 1953, without can- 
celling existing CMP allotments. The carry-over of 
about 15 million tons from third-quarter allotments 
would be absorbed by reducing fourth-quarter allot- 
ments to about 20% below their third-quarter levels 
for nondefense and less urgent defense-related pro- 
grams. And another substantial reduction would be 
required in the first quarter. 

This represents some compromise with the goal of 
a complete catchup for all defense and related pro- 
grams, in that less urgent programs are delayed. And 
because it is a compromise, it is hardly a crippling 
blow to consumer industries. In the light of the rate 
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at which inventory was accumulating in most of these 
industries, the 20% cut in the steel flow may have 
little influence on production, except possibly for pas- 
senger cars. But even this partial catchup implies a 
considerable increase in the rate of delivery of steel 
to direct defense and urgent supporting programs— 
an increase of roughly 35% over the prestrike rate, 
maintained for about six months. 

This is logical enough. In general, defense produc- 
tion and production of capital goods for defense-re- 
lated expansion were dependent upon steels in rela- 
tively tight supply and went down early in the strike 
period. Civilian production, well—in fact, excessively 
—stocked with steels in easy supply, digested its in- 
ventory. The burden of the strike fell on defense; the 
burden of poststrike adjustment should fall on non- 
defense. 

But it has become increasingly clear in recent weeks 
that the problems involved in large-scale diversion 


Steel Is the Fourth-quarter Supply Problem; Aluminum and 
Copper Allotments Continue To Rise 
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of steel to defense are formidable, to put it mildly. 
The composition of steel-fabricating facilities limits 
the extent to which finished steel production can be 
altered, a fact that has sent DPA back to a reexamin- 
ation of the industry’s finishing capacity. Moreover, 
for a number of defense items, steel had not been the 
limiting factor prior to the strike, and an increase 
in steel shipments in coming months would have little 
effect on production—it would only rebuild inventory. 
In cases where extra-shift operation is possible, the 
resulting increase in cost has had to be weighed 
against the intangible and contingent benefits of a 
higher output. 


AN OFFICIAL POLICY 


Behind these economic reasons for moving cautious- 
ly in diversion lies a broad policy issue which may 
already have been decided—against substantial diver- 
sion—at top administration levels. Demand for mil- 
itary supplies is measured not in the way that busi- 
ness measures its demand—z.e., by the amount it 
can sell at a price—but by schedules and goals which 
can be, and have in the past been, easily enough re- 
vised. If the alternative to falling further behind in 
defense is to divert a considerably larger portion of the 
steel flow from consumer industries, the decision may 
well be to fall a little further behind—particularly in 
an election year. 

Thus unemployment in the automobile industry 
would be public and measurable; a further lag in 
defense would be neither. 

Originally, it appeared that the 20 million tons of 
ingot lost because of the strike would be repaid partly 
by a reduction of steel inventories; partly by an in- 
crease in imports; and partly by a substantial reduc- 
tion in allocations to consumer industries, nondefense 
expansion, and nondefense construction. As of late 
August, NPA’s plan, and the realities of the 1952 
steel market, provided good grounds for thinking 
that the civilian sector will not be called upon for 
heavy reparations: that the debt will be paid by 
reduction of inventory, by a relatively small amount 
of imports, and by a long-term loss of defense pro- 
duction—long-term in the sense that it will be re- 
covered, if at all, by raising production after steel 
loosens, or by continuing individual programs beyond 
their original termination date. 

This is not to suggest that the fourth quarter will 
see no steel dislocations at all; long lead-time items 
have undoubtedly been delayed. Construction starts 
in the fourth quarter, for example, are expected to 
fall considerably below anticipations. But it seems 
more and more likely that the great burden of the 
strike will remain where it originally fell—on inven- 
tory, and on defense and defense-related production. 
Together with the reduction in budget authorizations 
for fiscal 1953, the steel strike may have precipitated 


another “stretchout” of defense, smaller than the first 
but more widely distributed. If so, the essence of the 
strike’s effect will have been to delay production, 
without accumulating demand. 

This much said, the production outlook for the 
rest of the year is not likely to be dampened by the 
strike. Steel production will certainly be at capacity 
—which was in doubt before the strike. Production 
for defense-related items—capital goods—should be at 
or close to prestrike levels; for all durables except 
automobiles, steel should be in reasonably good sup- 
ply; and for automobiles, production may be con- 
siderably above present NPA allotments for about 
850,000 cars. The outlook for production in steel 
and in steel-consuming industries is still that it will 
slightly exceed prestrike levels. A substantial and 
sustained improvement in demand for consumer dur- 
ables would raise it a little higher if these industries 
can get enough of the steel products that are used 
in both defense and consumer goods. (The predomi- 
nantly consumer steels—sheet and strip—are likely to 
be in adequate supply.) Whether the industrial pro- 
duction index rises to 230 in the fourth quarter still 
depends, as it has all along, on the strength of retail 
trade, and the inventory policy pursued by both 
durable and nondurable consumer industries. 


As this picture emerged out of the poststrike con- 
fusion, steel users took a more deliberate view of 
the market than they had been expressing during the 
strike. Deliveries against import orders for steel in 
Western Europe are expected to subside in Septem- 
ber or October. And commitments on high-cost con- 
version steel, which, like imports, need not be charged 
against CMP quotas, have been short term. Steel 
users in all industries are acutely aware that in pre- 
strike 1952, when total steel consumption was impres- 
sively high, inventories of finished steel of civilian 
type were still growing. And some of the props un- 
der the demand for heavy steels were exhibiting a 
tendency to weaken rather than strengthen. 


WHO GETS WHAT RAISE? 


The effects of the steel strike on income and 
spending have recently been lessening. In the last 
two weeks of July, department store sales had begun 
to slow down, under the impact of the strike; for 
July as a whole, they had declined 6% from the June 
level. 

And sales of big durables—automobiles, furniture— 
fell off sharply. By late August, some recovery was 
apparently under way, although it was dampened by 
cautious spending on the part of coal miners, who 
faced a five-day memorial holiday and the threat of a 
very long coal strike. (Even after the holiday, coal 
stocks above ground will be substantial.) 

As spending began its return to normal, questions 
about the damaging effect of the strike on demand 
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Sources of Corporate Funds: Profits and Tax Accruals Down, 
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changed to concern over its effect on the prestrike 
pattern of wages. 

At mid-August, the WSB interrupted work on its 
productivity regulation to authorize tandem increases 
comparable to the steel rise for wage earners in in- 
dustries which traditionally follow the pattern set 
in steel. And that, of course, is only the beginning 
of the influence of the steel settlement. In recent 
weeks a number of large companies—in aluminum, 
rubber, electrical equipment—have made offers to 
unions that breach accepted interpretations of WSB 
wage limits—something they might not have done if 
the wage and price lines had held firm in the steel 
case. And the steel settlement has set a target for 
Mr. Lewis and the UMW to shoot at—or beyond. 


LEADING OR FOLLOWING? 


Whether the steel package of 21.5 cents repre- 
sented a “catchup” or a new lead could not be argued 
successfully during the strike. It was statistically 
elusive, which accounts for the broadsides of con- 
flicting calculations of percentage gains in steel work- 
ers’ pay, the pay of other workers, the cost of living, 
and steel prices. And in the final analysis, the answer 
depended mostly on how WSB treated the raise, 
and a little on how business treated it. Indications 
are now that it has supplied a new and pronounced 
stimulus to the sagging rate at which wages had been 
climbing in prestrike 1952. 

In the balance between the potential rise in wage 
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income resulting from the strike and the actual loss 
of production during the strike, is, as usual, the price 
level. The effects of the strike on costs and prices 
cannot be measured simply by the rise in steel wages, 
or in the cost of steel itselfi—a point that the steel com- 
panies made frequently, although somewhat crypti- 
cally, during the two-month war of words. More 
important is the extent to which the wage and price 
provisions of the settlement filter through the price 
structure, through the route of higher wages and 
higher materials costs in steel-consuming industries. 

At least on the price side, the filtering could be com- 
plete: the OPS has apparently backed down on 
initial efforts to force significant absorption of the rise 
in steel (as well as in aluminum and foreign copper) . 
But in the consumer area, it is not likely to be nearly 
so important as even a partial filtering of the wage 
rise. 

The steel increase has come at a time when other 
factors have given the price level a stronger look 
than it has had for eighteen months. Aluminum and 
copper, as well as steel, have recently risen. Drought 
clipped the edge off the crop outlook, although its 
total effect on agricultural production was small. 
Retail price controls—except on food—are headed 
for suspension. Recent margin adjustments—as for 
automobile dealers—have been upward. 

Even these influences are relatively small compared 
with the generally firmer tone of consumer industries. 
Inventory buying has begun to appear in a number 
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of these industries—textiles and furniture among 
them. Together with some improvement in consumer 
spending, a new interest in inventory has accumu- 
lated into better ordering at wholesale and manufac- 
turing levels. At least part of the reason is that rising 
costs and taxes, and lower margins, have lengthened 
the odds against further price declines this year; 
and buyers know it. 

More than the rise in steel prices, or the drought, 
it has been the threat of higher wage income and 
higher manufacturing costs, bearing on a price level 
that was already strengthening, that has given inflation 
talk whatever substance it may have had. Washing- 
ton estimates of the impact of the strike on the 
annual cost of living—Mr. Arnall, $100; Mr. Sawyer, 
$10—measure a ripple, and ignore the tide. For 
those who attribute inflationary potential to the rise 
in steel prices, it might be pointed out that the July 
advance in the consumers’ price index had nothing to 
do with steel. But it raised automobile workers’ wages 
3 cents an hour, and thereby raised the cost of build- 
ing a car by about as much as the steel price increase. 


Forgotten in the heat of argument over the strike’s 
effect on the cost of living have been the machinery 
and equipment industries, where the combined rise in 
wage and steel costs may be substantial. The rise will 
catch these industries at a time when private demand 
for their output has been weakening (along with pri- 
vate industrial construction), and when further growth 
in capacity, already ample for civilian requirements, 
has begun more and more to reflect a reserve for con- 
tingent defense needs. The cost of further expansion 
has recently risen for another reason, too: the rise in 
interest rates, at a time when lower earnings, and the 
reversal of accrued tax liability, have made it neces- 
sary to go more and more to outside sources to finance 
new plant and equipment (see chart). While the 
steel strike may have served as a short-term stimulus 
to these industries, it is likely to have aggravated 
their longer-term problems. 


Ausert T. SOMMERS 
Business Analyst 
Division of Business Economics 


INDUSTRIAL CONSTRUCTION TURNS DOWN 


Even before the steel strike, private 


plant building was declining 


estimated at about 4 million tons, will un- 

doubtedly have a depressing effect on the vol- 
ume of construction put in place in the third, and 
possibly the fourth, quarter of this year. However, 
indications are that private industrial construction 
had entered a cyclical decline before the steel strike 
materialized. The loss of structurals (roughly 800,- 
000 tons) and the loss of reinforcing bars (about 
500,000 tons) may obscure the picture somewhat 
during the course of the next several months, but 
there is no indication now that the basic trend has 
been altered. 

Estimates of the Department of Commerce place 
private industrial construction at $2.38 billion (an- 
nual rate, seasonally adjusted) in July of this year. 
This represents a 6% decline from the March peak of 
$2.54 billion. In general, the decline does not re- 
flect abnormal supply conditions. In fact, supplies 


1The July figure for private industrial construction shows a slight 
increase over June. However, this does not appear to be a significant 
reversal of the downward trend in evidence. 


ihe: LOSS of steel to the construction industry, 


of materials and equipment, construction controls, 
and even weather conditions have recently been more 
favorable than in the first quarter. The decline, slight 
as it may be, appears to reflect a sliding off in aggre- 
gate private demand for plant. 

As to the extent and duration of this lessened de- 
mand, however, only guesses can be made. Since 
Korea, the composition of private industrial plant 
expansion has been so distorted by a combination of 
military needs, accelerated amortization allowances, 
and civilian boom and recession that past parallels 
may prove to be dangerous guides. 


A LOOK AT THE AGGREGATE 


In respect to the aggregate of public and private 
industrial construction, a 25% gain in dollar expen- 
ditures is indicated for 1952. Most of this increase 
stems from public industrial construction, the great 


bulk of it (including atomic energy installations) 


attributable directly or indirectly to the defense ef- 
fort. Private industrial construction, in fact, is slated 
for an increase of only 4%.1 (The 1951 increase was 
100%.) This estimated increase in 1952 actually pre- 
supposes a more or less steady downward drift in 
such activity from the levels achieved early in the 
year (see chart) in line with the decline currently in 
evidence. 


1Projection of the Department of Commerce. 
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Trends in awards figures and permit valuation data 
indicate that the recent decline has real meaning and 
is not just a temporary reaction to random factors. 
Reports of the F. W. Dodge Corporation place 
awards for total industrial’ construction activity 
(thirty-seven states only) at $291 million and $450 
million for the first and second quarters of this 
year. This represents a 21% and 35% decline as 
compared with the corresponding quarters of 1951.1 
Awards for private industrial construction, as report- 
ed by Engineering News Record amounted to $1.5 
billion during the first half of this year—37% below 
the level of awards of the first half of last year. 
And permit valuation data for manufacturing con- 
struction in all urban places show a 36% decline in 
the first five months of this year as compared with 
the first five months of 1951. 

Although these series are not strictly comparable 
to industrial construction activity as reported by the 
Department of Commerce, they are close enough to 
suggest trends in activity. In 1948, all three series 
showed weakening, confirming the significance of the 
decline in activity that was then becoming apparent. 
In late 1949 and early 1950, growing strength in these 
data gave evidence of a forthcoming rise in industrial 
construction, a rise which was well under way at the 
time of the outbreak of hostilities in Korea. And, 
in the third quarter of last year, when the rate of 
private industrial construction started to decline.” 
the continued strength in awards and permit valua- 

1A wards for atomic energy facilities in the second quarter of 1951, 
amounting to $980 billion, are not included in the percentage com - 
parison. 

*Because of materials shortages, industrial construction activity, 
after taking account of seasonal factors, declined sluggishly from 
August to December. This decline had no real importance outside 


the materials situation. During the decline, in fact, the backlog of 
construction awards appeared to be rising. 


Private Industrial Construction Rate Falls 
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tion data suggested that the decline in activity that 
had materialized was only temporary. 

In itself, the current easing in new awards does not 
mean that the rate of industrial construction put in 
place must undergo an immediate decline. The back- 
log of unfilled awards could conceivably support the 
rate of industrial construction at current levels or 
even push the rate of activity higher. And a reversal 
in the trend of awards could set in before the back- 
log of unfilled awards is appreciably reduced, enabling 
construction put in place to continue at high levels. 

However, details as to the recent character and 
composition of private plant building tend to support 
this conclusion that further decline, rather than re- 
covery, is likely to be the short-term trend. 


A LOOK AT THE DETAILS 


Available figures on the breakdown of industrial 
construction document the fact that it is the defense 
activities that are now carrying the plant-expansion 
ball. The accompanying table sets forth industrial 
construction awards, according to industry, in recent 
years. 

These figures make the point that the towering 
level of industrial construction reached early in 1952 
was brought about by defense-induced expansion in 
the aircraft, machinery, metal and process (includ- 
ing chemicals and petroleum, among others) indus- 
tries. In general, awards in consumer industries— 
textiles, food, automobiles, miscellaneous—fell below 
their 1950 levels. 

This sharp dispersion in the pattern of awards is 
reflected in greater detail in the SEC figures on busi- 
ness expenditures for plant and equipment. To the 
extent that these data include equipment, as well 
as industrial construction, they can be expected to 
lag behind the trend of construction alone. Never- 
theless, these aggregate figures on plant and equip- 

1Since expenditures for new plant normally precede expenditures 


for the associated machinery, construction expenditures will lead 
plant and equipment outlays, and machinery expenditures will lag. 


Contract Awards for Plant Expansion 


In millions of dollars 


Industry 


Process industries ................06- 
Machinery and machine parts......... 
Aircraft factories.................-- 
Automobile factories................. 
Metal refining and rolling............ 
Food industries. .............s020+6: 
Transportation services.............. 
Radio, TV, and electronics........... 
Textiles (excluding rayon)............ 
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SPENDING FOR NEW PLANT AND EQUIPMENT 


Durables industries: 
For most, the climb has slowed 
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Although over-all expenditures for plant and equip- 
ment are expected to continue upward through the 
third quarter of this year, a marked weakening in 
some segments is apparent. In general, defense and 
defense-supporting industries are strong, consumers’ 
goods ones weak. The bulk of the strength lies in 
chemicals, petroleum and coal products, and the 
primary metals industries. 


Source: Securities and Exchange Commission; Department 
of Commerce 
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ment spending have shown a clear tendency to flatten 
out in recent quarters. In the first quarter of 1952, 
expenditures were more than 25% greater than in 
the first quarter of 1951. In the second quarter, they 
were running 16% above those of the second quarter 
of 1951; and in the third quarter of this year they 
are expected to be less than 10% above the corre- 
sponding quarter of last year. 

This flattening out would be even more pronounced 
if the data were deflated to compensate for effects of 
rising prices during the period. In the first quarter 
of this year, industrial construction costs were about 
8% above those of the corresponding period of last 
year and equipment costs about 2.5% higher. If 
plant and equipment expenditures were adjusted for 
these price changes, the 10% increase expected in 
the third quarter of this year over the third quarter 
of 1951 would dwindle to a volume increase of only 
5%. 

EQUIPMENT SALES AT PEAK 


For the most part, this flattening reflects the down- 
ward trend in private industrial construction that -is 
currently in evidence. However, available data also 
suggest that outlays for equipment are close to their 
peak. During 1952, manufacturers’ sales of machinery 
have moved significantly above new orders, and the 
backlog of unfilled orders has begun to drift down- 
ward. 

In the important machine-tool industry, which has 
frequently served as the harbinger for all capital 
equipment, the backlog of unfilled orders has fallen 
to twelve months of current production, as compared 
with over twenty-three months at the peak in 1951. 
And what might be even more important is that in 
April, for the first time since Korea, the rate of ship- 
ments of machine tools exceeded new orders. 
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Beyond these over-all measures, data on expendi- 
tures for new manufacturing plant and equipment 
point very forcefully to the fact that the rise in recent 
quarters has been attributable to three industry 
groups—chemicals, fuels and primary metals. To- 
gether, these groups accounted for 50% of the total 
expenditures for manufacturers’ plant and equipment 
in the first three quarters of 1952, in contrast with 
41% in 1950. 

Were it not for these three industries, which are 
all closely related to defense activity and all heavy 
recipients of accelerated amortization privileges, the 
rate of investment in industrial facilities would be 
clearly in a declining phase. According to reports 
on the progress of projects aided by rapid amortiza- 
tion, more than 50% of the proposed investments 
were completed as of June 30.1 (Certificates already 
issued cover proposed investments totaling $21.3 bil- 
lion.) 

Some additional amortization certificates are con- 
templated, but only to the extent of $4 billion to $5 
billion, covering a total investment of from $6 billion 
to $9 billion. Consequently, in the light of existing 
plans and schedules and of increases in steel prices 
(and the sure-to-follow increases in machinery 
prices), it is rather difficult to envision a resurgence of 
expenditures for plant and equipment in the near 
future. 


THE OUTLOOK 


Mainly because of the dispersion of patterns of 
investment—defense industries strong, consumer in- 
dustries weak— the outlook for private industrial con- 
struction is uncertain. At present, it looks as though 
there is pretty much of a balance between the two sec- 
tors, with aggregate tendencies downward. 

Any easing of defense or defense-related construc- 
tion would force the aggregate down sharply. On the 
other hand, if defense and related industries maintain 
their present level of expenditures well into 1953, con- 
sumer industries may reverse their current trend, and 
carry the aggregate of industrial construction upward 
for a time. The current market revival in retail trade, 
together with the competitive need to reduce costs 
through plant modernization, may foster a new phase 
of consumer industry expansion. 

The extent and the duration of the current decline 
in private industrial construction seems to be depend- 
ent on the timing of developments in these two sec- 
tors of the economy. 

Grorce P. TaTrosian 
Division of Business Economics 


1At the beginning of 1952, only 36% of the proposed investment 
had been put in place. As of June 30, industries showing the most 
progress were (1) railroads, with 85% of a $3.5-billion investment 
completed; (2) aircraft, ordnance and accessories, with 77% of a 
$1.1-billion investment completed; (3) Great Lakes transportation, 
with 64% of a $.1-billion investment completed; and (4) machinery, 
with 62% of a $1.0-billion investment completed. 
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Whether the industrial stocks average reads 
or writes the business trend is a much dis- 
cussed question that these charts will not 
answer. During the postwar period, the trend 
of stock prices has shown a tendency to lead 


the other indicators shown. Over the past 

hos and a half, however, the bull market has 

argely ignored a reversal of manufacturing 

profits, dividends and prices, and a flattening 

of manufacturers’ sales. 

First-quarter data on profits after taxes and divi- 
dend payments are estimated. 

Sources: Securities and Exchange Commission; 
Federal Trade Commission; Commerce Depart- 
ment; The Conference Board 
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Costs of the Price-support Program 
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THE FLOOR UNDER FARM PRICES 


has been a hardy perennial. But all parties 

agree that more than politics is involved. The 
level of agricultural price supports influences the 
quantity of agricultural production, farmers’ incomes, 
and consumers’ prices. Here is the why and the 
how of a central problem in agricultural legislation: 
the price support program. 


THE BACKGROUND 


For decades, farm prices and incomes have been 
notoriously unstable. 

A sharp decline in farm prices occurred after World 
War I, when farmers, equipped with a greatly in- 
creased productive plant, found themselves faced 
with a contraction in both domestic and foreign de- 
mand. Surpluses and depressed agricultural prices 
were generally characteristic of the early 1920’s; while 
farm prices picked up later in the decade, they did 
not recover nearly so much as industrial prices. 

The problem became especially acute in the be- 
ginning of the 1930’s when the farm community suf- 
fered a much worse price depression than other sec- 
tors of the economy. From 1929 to 1932, prices re- 
ceived by farmers and wholesale prices of agricultural 
products fell more than 50%, while aggregate whole- 
sale prices of other commodity groups dropped about 
30%. The ratio of prices received by farmers to prices 
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paid (the parity ratio) dropped from 92 to 58. The 
purchasing power of a given amount of agricultural 
production had thus fallen more than 35%. 

The Agricultural Adjustment Act of 1933 was 
designed to lift farm prices from this depressed level. 
This was strictly emergency legislation designed to 
relieve an unmistakably serious situation in farm 
areas, and, indirectly through its effect on farm in- 
come, to serve as a stimulant to business in general. 
The major feature of this legislation was production 
control to eliminate commodity surpluses and thereby 
push prices upward. 

However, about one-half year after the passage of 
this act, the Agricultural Administration set up the 
Commodity Credit Corporation to carry on price- 
support operations. In the first year of the CCC, cot- 
ton growers abiding by the acreage curtailment pro- 
gram were the sole recipients of price-support loans. 
Shortly after, corn was added to the support program. 
Gradually a few other commodities were included, 
but it was not until World War II that the list 
became sizably expanded. 


PERMANENT FEATURES 


When the AAA was declared unconstitutional in 
1936, many of its features were retained in the Soil 
Conservation and Domestic Allotment Act of 1936. 
Unlike its predecessor, the 1936 act was instituted as 
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part of a permanent program. While soil conserva- 
tion was the chief objective, discretionary price sup- 
ports were again included. 

This law was superseded by the Agricultural Ad- 
justment Act of 1938, in which price supports became 
mandatory for corn, wheat, and cotton, at from 52% 
to 75% of parity. 

In 1941, price supports became mandatory at 85% 
of parity for five basic commodities (wheat, cotton, 
corn, tobacco, and rice). In addition, the Steagall 
Amendment (which also went into effect that year) 
required that, whenever the Secretary of Agriculture 
deemed that larger outputs of other farm commodi- 
ties were necessary, he was to establish price sup- 
ports for such commodities at a minimum of 85% of 
parity—to be effective until two years after termina- 
tion of the emergency. 

The outbreak of World War II created a strong 
need for expansion of food and fiber production. As 
encouragement to still greater output, farmers were 
granted still higher support prices. In 1942, the 
mandatory support level for the basic crops was raised 
to 90% of parity (except for cotton, which was sup- 
ported at 92.5% of parity). Support for commodities 
under the Steagall Amendment was also pushed up to 
90% of parity. 

This 90% level was maintained throughout the 


war years. However, because of the relatively favor- 
able treatment accorded farm commodities under 
World War II price controls, virtually all agricultural 
output sold at substantially above parity (the average 
parity ratio in the years 1942 to 1945 was 109), and 
price support operations were minimal. 


CURRENT LAW: PARITY 


The parity price of a commodity is the price that 
will give the farmer the same purchasing power as 
the price he received for that commodity in a desig- 
nated base period. Since 1950, parity prices for 
“basic” commodities have been computed by means 
of an old and a new parity formula. 

Under the old formula, parity price is computed by 
multiplying the average price received for the com- 
modity during the base period August, 1909-July, 
1914, by the current index (1910-1914=100) of 
prices paid by farmers, including interest and taxes 
but not including wage rates. 

For example, the parity price for cotton by this 
formula is computed as follows: Average price re- 
ceived for a pound of cotton for the base period was 
12.4 cents. The current index of prices paid by farm- 
ers (July 15, 1952) is 277. Therefore, parity price 
is 34.35 cents (12.4 & 277 + 100). 

This method for computing parity prices has been 
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in use since the Agricultural Adjustment Act of 1933. 
In that law, the five years 1910-1914 were chosen as a 
base because they were regarded as a period when 
farm and industrial prices were in relative balance. 

But since 1914, significant changes have occurred 
in farming methods and marketing, together with new 
consumption habits regarding agricultural products. 
Also, new price relationships between commodities 
have emerged. These changes brought about a de- 
mand for a more up-to-date method of calculating 
parity prices. This demand found expression in the 
agricultural acts of 1948 and 1949, which incorporated 
a new formula for computing parity prices. 

Under the new formula the parity price of a com- 
modity is derived from an “adjusted base period price.” 
This latter is obtained by dividing the average price 
received for the commodity in the preceding ten years 
by the index (1910-1914—100) of average prices re- 
ceived for all commodities in the same ten-year period; 
then this adjusted base-period price is multiplied by 
the current index (1910-1914—100) of prices paid by 
farmers, including interest, taxes, and wages. 


NEW AND OLD COMPARED 


For example, the parity price for cotton is com- 
puted as follows: Average price received for the 
commodity for the period January, 1942-December, 
1951, was 27.50 cents a pound. The index of average 
prices received for all commodities in the same ten- 
year period was 235. So the adjusted base-period price 
is 11.70 cents. The July 15, 1952, index of prices paid 
by farmers, including interest, taxes, and wages, was 
286. Consequently, the parity price under the new 
formula is 33.46 cents as compared with 34.35 cents 
under the old formula. 

Under the present law, the parity price for the six 
basic commodities—rice, tobacco, corn, cotton, wheat 
and peanuts—is computed each month on the basis 
of the old and new formulas. The higher of the two 
is the “effective” parity price used in calculating sup- 
port levels. The new parity price formula is now in 
effect for rice and tobacco. For the other four basics, 
parity is based on the old formula. 

Under the Agricultural Act of 1949 the dual parity 
system was to expire at the end of 1953, and the 
new parity formula was then to become generally 
effective. This would have meant significant decreases 
in support levels for corn, cotton, wheat, and pea- 
nuts. For example, maximum price supports permis- 
sible beginning January 1, 1954, would be 13% below 
the current maximum for wheat, 8% below for corn, 
and 20% below for peanuts. Cotton price supports 
would drop by about 2%. However, the passage of 
H.R. 8122 in July, 1952, postpones the switchover 
to the new parity formula for these commodities 
until 1956. 

For the nonbasic (all other) commodities, there 
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is also a transitional parity price computation which 
provides for a gradual downward adjustment from 
the old to the new parity basis. The effective parity 
price of a nonbasic commodity is the old parity price 
reduced by 5% in each calendar year beginning in 
1950; 1.e., 95% of the old parity price in 1950, 90% 
in 1951, 85% in 1952, and an additional 5% in each 
succeeding year until the transitional parity price 
drops to or below the new parity price. At that point, 
the transition is regarded as completed and the new 
parity price becomes the effective parity. 


CURRENT LAW: PRICE SUPPORT 


The Agricultural Act of 1949, which as amended is 
still in force, originally provided for mandatory price 
support at 75% to 90% of parity for the six so-called 
basic commodities. To encourage large output of these 
commodities, the Secretary of Agriculture has, for 
the past two years, maintained support at the maxi- 
mum permitted level—90% of parity. With the recent 
passage of H.R. 8122, price support for these com- 
modities is mandatory at 90% of parity through 1954. 

Mandatory support also applies to several desig- 
nated nonbasic commodities.1 

The Secretary of Agriculture may also establish 
support prices for other nonbasic commodities, at a 
level not to exceed 90% of parity. (Some of the fac- 
tors affecting his decision are the supply-demand re- 
lationship, the amount of funds available to carry 
through the program, and the feasibility of liquidat- 
ing stocks which may be acquired through price sup- 
port operations.) Currently, support prices have been 
announced for a number of such commodities—barley, 
oats, rye, grain, sorghums, flaxseed, soybeans, dry 
edible beans, American-Egyptian cotton, cottonseed, 
crude pine gum, and oil olives. Most of these prod- 
ucts are being supported at 80% to 90% of parity. 
(See table.) 


THE CCC 


Price support is effected by the Commodity Credit 
Corporation through loans on commodities, direct 
purchases of commodities, and purchase agreements. 

Loans constitute the bulk of price support opera- 
tions. Price support loans are made on storable com- 
modities such as cotton, tobacco, wheat, etc. Most 
loans are made by private lending firms, which can 
sell the loan to the CCC, but some are made directly 
by the CCC itself. 

Loan transactions occur when the market price is 
below support levels. They are made at support level 
prices, with the commodity serving as collateral. By 
supplying the producer with a market for his com- 
modity at the support price, the CCC is in effect 
~ 1Wool (including mohair), tung nuts and honey must be supported 
at 60% to 90% of parity; milk and butterfat at 75% to 90%. Cur- 


rently, wool, milk, and butterfat are being supported at 90% of 
parity, mohair at 75%, honey at 70% and tung nuts at 60%. 
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ton 71.00 75.50 66.40 +6.9 
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raising the price level of the product by draining 
off the excess from the market. 

Price support loans are for the most part nonre- 
course loans: farmers do not have to make up the 
difference when the market price of the commodity 
set aside as collateral drops. If a farmer gets a loan 
on a specific quantity of cotton, for example, at the 
support price of 31 cents a pound and the market 
price of cotton is 29 cents a pound at the time the 
loan matures, the farmer merely has to deliver the 
cotton pledged as security and his loan is regarded as 
paid in full. The interest rate on loans that are repaid 
in cash is at an annual rate of 3%. Interest is not 
charged on loans repaid by delivery of commodity. 

Direct purchases are generally made in connec- 
tion with perishable commodities such as potatoes, 
eggs, butterfat, etc. When the market price of such a 
commodity falls below support level, producers can 
sell directly to CCC at the support price. 

Under “purchase agreements,” the CCC contracts, 
for a nominal fee, to pay support prices at the end 
of the marketing season for a producer’s commodity 
(up to a certain quantity specified by the producer). 
The essential feature of these agreements is that 
they make price support available to the farmer who 
cannot find eligible storage space for his commodity 
or is not in need of the proceeds of a loan. 

To receive a loan, a producer must provide for the 
storage of his commodity. This storage may be on 
the farm or in off-farm warehouses approved by 
the CCC. It sometimes happens that farmers sell 
their commodity at current prices even when they are 
below price support levels. This occurs when ade- 
quate storage facilities are not available or when 


the support price exceeds the market by such a small 
amount as not to make the procedure worth while. 

Storage facilities during the late 1940’s were often 
inadequate. To expand available storage space the 
CCC in recent years has been granting loans for the 
construction of new storage facilities. 

Inventories of commodities acquired by the CCC 
through price support operations are liquidated prin- 
cipally through sales to domestic and foreign out- 
lets. With certain exceptions, the CCC is not per- 
mitted to sell any basic commodity or storable non- 
basic commodity for less than 5% above the current 
support level, plus carrying charges. Among the chief 
exceptions to the minimum requirements are com- 
modities for export, deteriorated products, and wool. 

The bulk of CCC sales during the past few years 
has been for export, chiefly through the Department 
of the Army and the Economic Cooperation Adminis- 
tration. Most of the domestic sales were made to 
dealers, processors, and other commercial outlets, 
and only a small portion to government outlets. Do- 
nations of food commodities to public and private wel- 
fare agencies and to the national school lunch pro- 
gram (which provides lunches to needy children free 
or at very low prices) also comprise part of the 
CCC’s liquidation operations. 


QUOTAS AND ALLOTMENTS 


As a control against excessive supplies of the basic 
commodities, marketing quotas and acreage allot- 
ments have been an integral part of the price sup- 
port program since the Agricultural Adjustment Act 
of 1938. Marketing quotas are announced whenever 
supplies of cotton, corn, wheat, and rice attain a 
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level specified in the Agricultural Adjustment Act of 
1938 (as amended by the agricultural acts of 1948 
and 1949). For peanuts, marketing quotas are spe- 
cified each year irrespective of supply. In the case 
of tobacco, quotas are required each year for each 
type of tobacco that had a marketing quota in the 
preceding year. 

Marketing quotas are generally converted into 
acreage allotments; i.e., the number of acres needed 
to meet the marketing quota. Specified acreages are 
allotted to states, counties, and individual farms. In 
actual operation, the marketing quota is the quantity 
of the commodity grown on the acreage allotted. 

After the Secretary of Agriculture proclaims a mar- 
keting quota, it goes into effect only if at least two 
thirds of the producers voting in a referendum ap- 
prove it. When approved, all farmers are penalized 
for marketings in excess of the quota. If more than 
one third of the producers participating in the refer- 
endum disapprove quotas, no quotas will be in opera- 
tion. In such cases farmers may receive support only 
at 50% of parity, and this is available only to farmers 
who adhere to acreage allotments. 


THE COST 


The CCC incurred a net loss of $1,041 million in the 
price support program from October 17, 1933, through 
May 31, 1952. Virtually the entire loss was accrued 
in the four-year period July 1, 1947, through June 
30, 1951. 

Of the forty odd commodities which received sup- 
port over this eighteen-year period, two—potatoes 
and eggs—accounted for almost two thirds of the 
loss. Potatoes alone were responsible for almost half 
(see chart). Excluding these two products, total net 
losses of the CCC amounted to about $378 million. 

The CCC registered a profit of $126 million from 
July 1, 1941, through June 30, 1946. Cotton was the 
chief source of gain. Among the reasons why the 
corporation made a profit was that heavy domestic 
and foreign demand for farm products kept farm 
prices well above support levels. After the war, most 
commodities continued to sell above support levels 
until 1949. Price-support operation in the three years 
immediately following World War II were confined 
chiefly to perishables, such as potatoes and eggs, for 
which prices were significantly below support levels. 


HOW MUCH SUPPORT? 


Proponents of farm price support argue that it 
stabilizes an important sector of the economy, and 
thus benefits all. Recent experience has suggested 
that under certain circumstances high support levels 
create other problems. 

The dangers implicit in high price supports have 
recently been illustrated in the case of potatoes and 
eggs, both of which were removed from the price 
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support program beginning with 1951 outputs. In 
these cases, high support levels encouraged a sharp 
advance in production, which proved costly to the 
CCC and attracted considerable public criticism. 

Both these items had received price support since 
1943. But during the war they were, for the most part, 
no great expense to the government. From mid-1943 to 
mid-1946, losses to the CCC in supporting potato 
prices totaled $25 million, an average of $8 million an- 
nually. The support program for eggs during this 
period cost the government about $75,000 annually. 

It was not until the postwar period that costs of 
these two programs began to mount to unwieldy pro- 
portions. Losses realized by the CCC in the potato 
price-support program soared to $204 million in the 
fiscal year 1949 and totaled some $453 million for 
fiscal years 1947 through May 31, 1952. 

While acreage allotments for potato growers were 
in force since 1947, high support prices made potatoes 
very profitable and thereby more intensive use of 
land was encouraged. Yields per acre increased fairly 
steadily. So, despite acreage controls, total output 
of potatoes continued to rise through 1950. 

Besides increased yields, plantings in excess of 
allotments were also responsible for the overproduc- 
tion that resulted. Many potato growers were plant- 
ing as much as double their allotments. While farmers 
who did not observe their allotments were ineligible 
for price support they nevertheless substantially bene- 
fited from the support program by selling their pota- 
toes just slightly below support levels. As a matter 
of fact, it was the eligible growers, who had curtailed 
their acreage to fulfil allotments, who actually suf- 
fered. Many of them found themselves with a portion 
of their commercial markets taken over by producers 
who exceeded their acreage allotments. 

The egg program had a somewhat similar history. 
Costs of operating egg price supports rose. markedly 
after the war and reached $76 million in the fiscal 
year 1951. From July 1, 1946, through May 31, 1952, 
losses from this program aggregated $185 million. 


WHEN SUPPORT WAS REMOVED 


The removal of all price support caused complica- 
tions of a different sort. Potato plantings dropped 
from 1.7 million acres in 1950 to 1.4 million acres in 
1951, a contraction of 20%. The combination of a 
reduction in acreage, less intensive use of acreage, a 
decrease in the use of fertilizers and insecticides, and 
some unfavorable weather led to a drop in potato 
output of 25% in 1951. Prices received by farmers 
for a bushel of potatoes rose from $1.00 to $1.10 in 
the early months of 1951 to $2.00 to $2.65 in the first 
half of this year. Retail prices also advanced sharply 
from about $.63 per 15 pounds to about $1.00. 


Smiriey S. Horrman 
Division of Business Economics 
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POPULAR HOLDINGS WERE BELOW $500 


Percentage distribution of spending units in income classes, by size of liquid asset holdings, on January 1, 1952 
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MONEY INCOME CLASSES 


About one out of every three 
families (spending units) were 
without liquid asset holdings 
at the beginning of this year, 
says the "Survey of Consumer 
Finances." Another third held 
less than $500 in liquid assets, 
while 8%, held $5,000 or more. 
(Liquid assets as shown here 
exclude currency.) Twenty- 
seven per cent of the families 
with income of $1,000 to 
$3,000 owned United States 
savings bonds. Thirty-two per 
cent within this category had 
savings accounts, and 26%, 
had checking accounts. 


Source: Federal Reserve 


Percentage of spending units within each income class on January 1, 1952, owning: 
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The High and the Low of OASI Cost Projections 
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GOVERNMENT WELFARE PAYMENTS BOOSTED 


IGHER MONTHLY PAYMENTS were pro- 
H vided by the 82nd Congress to almost every- 
one on the federal welfare rolls before it 
adjourned in July. The increases are expected to cost 
approximately one billion dollars during the first full 
year they are in effect. About half this amount will 
come out of general tax revenues, and half from spe- 
cial trust funds that are set up under the various 
programs. 

Four and one-half million old-age and survivors’ in- 
surance beneficiaries and about the same number of 
public assistance recipients will receive increases un- 
der the Social Security Act Amendments of 1952. 
Other groups for which upward adjustments were 
passed include close to 1 million persons receiving civil- 
service retirement annuities; railroad annuities, pen- 
sions, unemployment and sickness benefits; and mili- 
tary retirement pay. 

In addition, more than 3 million veterans and de- 
pendents of deceased veterans have just begun to 
receive the higher compensation and pension pay- 
ments legislated for them earlier in the session. 


SOCIAL SECURITY ACT AMENDED 


Only two years have elapsed since our social secur- 
‘ity system was last revised upward, yet the 1952 hike 
passed Congress with little controversy. Election-year 
Congressional sentiment was clearly sympathetic 
itoward increasing benefits to oldsters and making it 
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easier for them to supplement their benefits with 
earned income. Opposition to the bill embodying 
these changes—H.R. 7800—was levied against the 
section in it which froze eligibility for retirement 
benefits during periods of disability. It was pointed 
out to Congress by the American Medical Association 
that granting the Federal Security Administrator 
authority over certain medical determinations would 
be a first step toward socialized medicine. 

Because of this fear, H.R. 7800 was defeated when 
first considered by the House of Representatives on 
May 19. A month later, a slightly revised version 
overwhelmingly passed the House. This was followed 
shortly by a Senate measure that dropped the contro- 
versial section altogether, while adding public assist- 
ance amendments and a more liberal retirement pro- 
vision. 

A compromise measure worked out in conference 
was passed by both houses on July 5. 


INCREASES IN OASI BENEFITS 


Under these amendments, those now receiving 
benefits under OASI, and future beneficiaries whose 
benefits are based on earnings beginning with 1937, 
will have their monthly benefits raised in September by 
at least 1214%. For retired workers, the increases 
will be the larger of 1214% or $5; and for dependents 
and survivors it will be 1244% or the appropriate 
proportion of $5. 
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The average insurance benefits of $42 a month for 
a retired worker, about $70 for an aged couple and 
$36 for an aged widow are expected to increase to 
about $48, $78, and $40, respectively when the amend- 
ments first go into effect. (See Table 1.) 

Future beneficiaries whose payments will be based 
on earnings after 1950 will have their amounts com- 
puted by a revised formula resulting in an increase 
of $5 in the retired worker’s benefit where his average 
monthly wage was $100 and over, and in a smaller 
increase where his average monthly wage was be- 
low $100.1 The new formula is 55% of the first $100 
of average monthly wage and 15% of the next $200, 
rather than 50% of the first $100 and 15% of the next 
$200 as in the old law. The minimum primary bene- 
fit is raised from $20 to $25, and maximum family 
benefits are upped from $150 to $168.75—or 80% of 
the average monthly wage, whichever is smaller. This 
80% maximum cannot operate to reduce total family 
benefits below $45, as against $40 in the old law. 


RETIREMENT TEST UP TO $75 


A beneficiary aged sixty-five to seventy-five will 
now be able to earn wages of $75 a month in covered 
employment (or derive net earnings from covered 
self-employment averaging $75 a month in a taxable 
year) and still receive his benefits. The former limita- 
tion on such income was $50. And until two years ago 
it was $14.99. There is no income limit for persons 
who have passed their seventy-fifth birthday. 

Pressure to liberalize the retirement test, or to 
abolish it altogether, has been mounting in recent 
months. The Democratic platform recommends that 
it be eliminated. (See Box.) 

It is estimated, however, that if there were no retire- 
ment test the long-range cost of the program would be 
increased by more than 1% of payrolls, and that in 
1953 alone it would cost the trust fund an additional 
billion dollars.2 In January, 1952, there were more 
than a million fully insured oldsters who chose to 
continue working in covered employment rather than 
retire on their OASI benefit. 


FREEZING DISABILITY PERIODS 


Up to the present, workers who were permanently 
and totally disabled before reaching sixty-five years of 
age lost out in their OASI benefits in one of two ways. 
They either had their benefits reduced because their 


2 here are a small number of persons already on the 
rises ‘Sells whose benefits are based on earnings after 1950. 
For a discussion of the different beneficiary groups, and the manner 
of computing eligibility and benefit amounts, see More for More, 
The Management Record, Octoder, 1950. > ; 

A comprehensive analysis of the development of social security 
in this country appears in “Growth and Trends in Social Security, 
by Earl E. Muntz, Studies in Ind al and Collective Security, 
No. 6, National Industrial Conference Board. ; 

%See “The Retirement Test Today,” The Business Record, April, 
1951, for more detailed discussion of this question and an analysis 
of alternative proposals. 
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contributions to the program had necessarily stopped, 
or they were disqualified from benefits altogether. 
H.R. 7800 as approved by the House contained a pro- 
vision—similar to a “waiver of premium” in private 
insurance—designed to prevent these penalties where 
individuals had not only substantial but also recent 
coverage under the act at the time of the onset of 
the disability. 

This was to be done by freezing the insured status 
and benefit amount of qualified workers who were 
totally disabled for at least six consecutive calendar 
months and whose impairment could be expected to 
be permanent. When the worker died or retired, his 
insured status would be determined on the basis of 
his covered earnings for the years he was not disabled. 
In figuring his OASI benefits, the years in which he 
was incapacitated for work would be excluded from 
the computation of his average earnings. Hence his 
total earnings would be averaged out over the years 
in which he actually worked or was able to work. 

This first version of H.R. 7800, which was defeated 
by the House, directed the Federal Security Adminis- 
trator to prescribe medical examinations to determine 
disability, to designate physicians and institutions, 
including federal facilities to make such examinations, 
and to deny applications of persons who refused to 
take training under the Vocational Rehabilitation 
Act. It was these administrative provisions that were 
challenged by the American Medical Association. 

Although specific reference to the role of the Fed- 
eral Security Administrator in the medical determi- 
nations of disability were deleted from the measure as 
subsequently passed by the House, the Social Security 
Act grants him authority to make any necessary regu- 
lations to administer the law. His participation in the 
administration of the new provision was, therefore, 
implied, and the AMA continued to oppose the legis- 
lation. 

The Senate dropped the disability freeze altogether, 


Table 1: Average Monthly Benefits Under OASI, 
Before and After 1952 Amendments 


Category of Beneficiary 


Retired: workerii.0 ..8:. 4.06 ose ose 

Wife or husband of retired worker... . 
Aged widow or widower............- 
Widow under 65 with child in her care. 
CHIGES Ee ce neinarincene 


Lump-sum death.................+- 


hs A 
Includes 69,000 children of old-age beneficiaries and 804,000 child-survivor 


ee nerd number of insured deaths for which payments will be made during 


1952 based on experience during first three months. 

bAverage amount per death. 
Source: Social Security Administration 
i EEE EEE! 
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so it was left to the conference committee to work out half of the remainder within individual maximums of 
a compromise. As finally evolved, it is the same as $30 for the adult, $30 for the first child, and $21 for 
in the House-passed version except that responsibility each additional child in a family. (The individual 
for determining impairment is specifically placed in maximums were formerly $27 for the adult and first 
the hands of state officials instead of the federal child and $18 for each additional child.) 


agency. But this provision is inoperative as it expires States may treat these changes in one of several 
on June 30, 1953, while no application for a disability ways, and are not compelled to use them as a lever 
determination may be filed until a day later (July 1, to raise benefits. A requirement that they pass on to 
1953). Even so, Representative Dingell of Michigan recipients the increases in federal funds received by 
hailed the compromise as getting “the camel’s nose them was provided for in H.R. 7800 as passed by the 
under the tent.” The matter has thus been thrown Senate, but it was deleted in conference. An indi- 
into the lap of the next Congress. vidual state may, therefore, reduce its share of the 
payments and keep benefits at present levels, or it 
FEDERAL SHARE OF RELIEF UP may even find this measure an incentive to cut the 
The public assistance revisions will enable the states average payment and add more persons to the public 
to raise payments to the needy aged, blind, and dis- relief rolls. It is the state with low average benefits 
abled by $5 per month and to recipients of aid to and large numbers of beneficiaries which gets the 
dependent children by $3 a month each, or about $10 most federal dollars per state dollar expended under 
per family, without any additional expenditures on the present relief setup.t 
their part. The national share of the first $25 of relief The public assistance changes were limited in the 
payments to the aged, blind and disabled will be $20 final version of the bill passed by Congress to a 
and the state’s share $5. For the next $30, the Fed- period of two years, but their sponsor, Senator Mc- 
eral Government will match the state outlay dollar Farland of Arizona, expressed confidence that at the 
for dollar. Any part of the individual payment over end of that time they will be extended. He estimated 
$55 the state will carry alone. The arrangement since that they will cost approximately $240 million a year. 


1948 had been $15 federal and $5 state for the first 


$20, and equal division of the next $30, with the indi- HIGHER VETERANS’ BENEFITS 


vidual maximum for federal matching set at $50. More than three million disabled veterans and de- 

The formula under aid to dependent children is pendents of deceased veterans who are currently re- 
similarly liberalized. The Federal Government will, ceiving pension or compensation payments had their 
under the amendments, pay four fifths of the first $15 benefits increased as of July 1. Moreover, an un- 
of a state’s average payment per recipient (instead of known number of veterans and their widows will be 


three fourths of the first $12). It will also pay one added to the pension rolls as a result of two laws 
signed by the President on May 23. P.L. 356 raises 
the amounts of payments on behalf of most veterans 


Table 2: Wartime and Korea Veterans Receiving with either wartime or peacetime service whose dis- 
Compensation for Service-connected Disabilities ability or death may or may not have been service 
June 30, 1951 connected. P.L. 357 increases the annual income limi- 
ut tations applicable to nonservice-connected disability 
C0) . . . . 
Type of Veteran earch ‘Average and death pensions. These two laws alone, it is esti- 
| |] | MH mated, will cost the Federal Government an addi- 
aes pace aaa ces = oO tional $200 million in the fiscal year 1953. Several 
anisn-American ar 5 . = M = 2 
World Warlene ee 282,082 18,762 66.51 other smaller pieces of legislation Unprovine the lot 
World War II............... 1,636,731 | 76,157 46.58 of the veteran population and singling this group out 
Korean conflict.............. 213 21 99.18 for favored treatment were passed by the 82nd 
Less than 50% disabled........ 1,557,795 46,395 29.78 Congress.” 
Spee nce War 40 3 83.43 ‘ 
World) War 1.2% .0522ees 204,743 8,194 40.02 
OVorld War 105. poses. he 1,352,895 38,194 28 .23 MORE FOR SERVICE-INCURRED DISABILITIES 
Korean one Ene 5% 117 4 37.67 The largest category of veterans affected are the 
50% eee ee eee ents ea 48,631 | 184.42 nearly two million who suffered impairment during 
Spanish-American War....... 5 83 162.39 7 i s 
World War T.........00. 0 77,337 | 10,568 | 136.65 wartime or since the start of the Korean conflict. 
or SON Teese oe ce ee 283,836 37,963 133.75 See discussion of this point in “Amending the Social i 2 
Korean conflict.............. 96 17 174.16 The Business Record, Touttaees 1950, p. 13, bara ek 
Note: Amounts shown here include, besides the basic monthly rates of compen- ’The new “GI Bill of Rights” fo: t-K i 
4 ee Meo eta ee mont Rig. r post-Korean veterans, which 
Seability), reeparaetauneb tor sreciberconatsiae acer niaoes pee mad was passed by Congress just before adjournment in July, will be 
or eye, in June, 1951; and additional amounts on behalf of dependents of veterans discussed in a subsequent article. A comprehensive analysis of the 
60% or more disabled. a cost of veterans’ programs, together with a tabular presentation of 
Source: Veterans Administration the various benefits appeared in The Business Record for January 5 
1951, and was supplemented in the*July, 1951, issue. 
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Their monthly compensation payments are upped by 
5% if their disability is less than 50%, and by 15% 
if their disability is rated 50% or more. The new 
basic monthly payments thus now range from $15.75 
for 10% disablement to $172.50 for 100% disablement, 
as compared with the former scale of $15 to $150. 


The reasons for the differential increases to vet- 
erans with varying degrees of disability were explained 
by Senator George, chairman of the Finance Com- 
mittee, when he urged passage of the bill in April. It 
was felt, he said, that veterans with disabilities of 
under 50% may still perform useful services and con- 
tribute largely to their own support, but veterans 
who are disabled to the extent of 50% or more are 
not likely to be able to work, and they are gener- 
ally unable to supplement their monthly compensa- 
tion checks. 

The cost factor also entered the picture. The great 
majority of veterans who are receiving compensation 
benefits have disabilities of less than 50%. (Yet, as 
Table 3 indicates, the fewer than one fifth disabled 
50% or more accounted for more than one half the 
$95 million expended for this purpose in June, 1951.) 

A significant part of the outlay for disability com- 
pensation is accounted for by certain extra benefits 
that are payable in addition to the basic compensa- 
tion payment. These include dependents’ benefits for 
veterans with a 50% or more disability, and statutory 
awards for specific conditions. 

No amendments were passed by this Congress rela- 
tive to dependents’ benefits, but during the closing 
days of the session it did legislate increases of about 
11% in statutory awards (H.R. 7783 with amend- 
ments). The old rate for the loss of use of a hand, 
foot, or eye, for example, is raised from $42 (plus 
basic compensation) to $47 (plus basic compensa- 
tion). For the most severe disabilities, the maximum 
statutory award (including basic compensation) is 
raised from $360 to $400. Additional expenditures of 
$24.5 million in the fiscal year 1953 will be required 
to pay for these changes. 

Only about one third of the 560,000 dependents of 
deceased veterans who died of disabilities connected 
with war service will receive increases amounting to 
15% in their monthly compensation payments. No 
boosts were provided for widows without children, or 
for dependent surviving parents, who make up the 
bulk of this group. 

Increases proportionate to those outlined here are 
also applicable to the disability and death compen- 
sation paid on behalf of veterans with peacetime serv- 
ice. About 75,000 persons would gain in this category. 
Peacetime compensation rates are 80% of wartime. 


HIGHER PENSIONS 


Pensions—the designation for payments to vet- 
erans with permanent and total disability not result- 
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ing from service connection, and to dependents of de- 
ceased veterans whose deaths were not service-caused 
—have again been increased, and broadened. 


Three different pension rates now apply to nearly 
350,000 veterans of World Wars I and II and post- 
Korean service. These are $63 a month for those who 
are under sixty-five or who have been in receipt of 
pensions for less than ten years; $75 a month for those 
over sixty-five or who have been rated permanently 
disabled for a continuous period of ten years; and $129 


Expenditures for nonservice-connected disabilities 
and deaths in the long run outpace the service 
caused—and total veterans’ costs expand for 
several decades after a war 


WORLD WAR I 
SPANISH- $ 612.3 = 100% 


AMERICAN 
WAR 
$142.2 = 100% 


NONSERVICE 
CONNECTED 


98.5% 


WORLD WAR II 
$ 1,188.8 = 100% 


Annual value of compensation and pension payments as of 
June 30, 1951, in millions of dollars 


Source: Veterans Administration 
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The Party Platforms on Social Insurance 


Republican 


Democratic 


OLD-AGE AND SURVIVORS INSURANCE 


We favor amendment of the Old-Age and Survivors 
Insurance System to provide coverage for those justly 
entitled to it but who are now excluded. 

We shall work to achieve a simple, more effective and 
more economical method of administration. 

We shall make a thorough study of universal pay-as- 
we-go pension plans. 


We favor further strengthening of old-age and sur- 
vivors insurance, through such improvements as increas- 
ing benefits, extending them to more people and lowering 
the retirement age for women. 

We favor the complete elimination of the work clause 
for the reason that those contributing to the social se- 
curity program should be permitted to draw benefits 
upon reaching the age of eligibility and still continue to 
work. 


HEALTH HNSURANCE 


We recognize that the health of our people as well as 
their proper medical care cannot be maintained if subject 
to federal bureaucratic dictation. There should be a just 
division of responsibility between government, the physi- 
cian, the voluntary hospital, and voluntary health insur- 
ance. 


We are opposed to federal compulsory health insur- 
ance with its crushing cost, wasteful inefficiency, bureau- 
cratic dead weight, and debased standards of medical 
care. We shall support those health activities by govern- 
ment which stimulate the development of adequate 
hospital service without federal interference in local 
administration. 


We .. . advocate a resolute attack on the heavy 
financial hazard of serious illness. We recognize that the 
costs of modern medical care have grown to be pro- 
hibitive for many millions of people. We commend 
President Truman for establishing the non-partisan 
Commission on the Health Needs of the Nation. We 
seek an acceptable solution of this urgent problem. 

We pledge continued support for federal aid to hos- 
pital construction. We pledge increased federal aid to 
promote public health through preventive programs and 
health services, especially in rural areas. 


UNEMPLOYMENT INSURANCE 


No mention. 


a month for veterans who are blind or so helpless as 
to need the regular aid and attendance of another 
person. Prior to July 1, these rates had been $60, $72, 
and $120, respectively. It was only last September 
that the special aid and attendance pension was 
passed over the President’s veto, increasing the pen- 
sions of some 24,000 blind and helpless veterans from 
$60 or $72 to $120, at an additional cost at the start 
of nearly $17 million a year. The new rate of $129 
represents the second increase to these veterans in 
eight months’ time. 

Death pension rates for approximately 375,400 de- 
pendents of deceased World War and post-Korean 
veterans are increased by amounts varying from 11% 
to 50%. The remainder of persons receiving disability 
or death pensions—about 173,000 veterans of earlier 
wars and their dependents—generally received in- 
creases of 714%. 


MORE PEOPLE TO GET THEM 


To be eligible for pensions, the disabled veteran or 
his survivors must not have income above a specified 


We favor a stronger system of unemployment insur- 
ance, with broader coverage and substantially increased 
benefits including an allowance for dependents. 


amount. For a veteran or widow without dependents, 
this limit is now $1,400 annually; with dependents it 
is $2,700. The old income limitations were $1,000 and 
$2,500, respectively. 

Veterans’ benefits, proceeds of government insur- 
ance, and overtime pay to federal employees are 
among the items excluded in computing annual in- 
come for this purpose. The House would have in- 
cluded income from whatever source derived and 
boosted the limitations to $1,800 and $3,000. The 
Senate preferred retaining the exclusions and raising 
maximums to $1,200 and $2,600. The law as passed 
was worked out in conference. 


RIGHT TO OASI PROTECTED 


Every month of active service in the armed forces 
from September 16, 1940, through July 24, 1947, was 
deemed covered employment under the OASI pro- 
gram and wage credits of $160 a month were granted 
for such service in the 1950 social security amend- 
ments. To assure persons participating in the present 
conflict the same opportunity to maintain and build 
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up their insurance rights, the recent legislation ex- 
tends this provision through December 31, 1953. 
Availability of basic social security protection raises 
questions about separate programs for veterans. In 
a special message which accompanied his “reluctant” 
signing of P. L. 356 and 357, President Truman urged 


Assistance Programs Receiving Federal Aid 
Increased Ninefold Since 1936 


Millions of dollars 


OAA: OLD ACE ASSISTANCE 
2000 ADC: AID TO DEPENDENT CHILDREW 
AB: = AID. TO THE BLIND 
APTD: AID TO THE PERWANENTLY 
AND TOTALLY DISABLED 


%5 24 


of 
1936 
BYANUARY=-APRIL 1952 AT ANNUAL RATE 
Source: Bureau of Public Assistance 


Congress to authorize “a complete study of our vet- 
erans benefit programs and their relationships with 
our social insurance and other general welfare pro- 
grams.” He pointed out, as he has several times in the 
past, his belief that “our first obligation to our vet- 
erans is to care for those who have disabilities re- 
sulting directly from their service to their country. 
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Financial assistance to veterans with nonservice-con- 
nected disabilities, on the other hand, should be put 
as soon as possible on the same basis as financial as- 
sistance payable to the nonveterans of our popula- 
tion. 

“World War II left us with over 19,000,000 veterans. 
World events since then mean that hundreds of thou- 
sands more will be added each year. At the same 
time, we have expanded and perfected our social 
security laws so that they now protect most of our 
people. The consequences are obvious. Thousands 
upon thousands of veterans and their families have 
entitlement to government payments under both 
laws. This is confusing, wasteful, and, to many people, 
hard to understand.” 

Such a review, if undertaken by the 83rd Con- 
gress, will probably not be the only one. It was the 
intent of the conference committee on H.R. 7800 that 
hearings would be held early in 1953 on the disability 
freeze section of the 1952 amendments “to obtain 
the views . . . of interested groups on the methods 
of obtaining evidence of disability, under what cir- 
cumstances and by whom determinations should be 
made, and whether or not these provisions or any 
modification thereof should be enacted into per- 
manent law.” 

A “full and complete fact-finding study and in- 
vestigation of the Railroad Retirement Act” is al- 
ready under way by a Joint Congressional Committee. 
Among the matters to be studied are the relationship 
between this program and the old-age and survivors’ 
insurance system, both as to benefits provided and 
as to simplification of administration. 


Mirtam Civic 
Division of Business Economics 


FINANCIAL NOTES AND FOOTNOTES 


A NUMBER OF current features of the money and 
capital markets are unusual, not to say anomalous. 
They seem to pose certain questions which only the 
future can answer. Forces appear to be building up 
which can scarcely fail to bring some sort of change 
in the situation, but at the time this was written the 
nature of the denouement was not clear. 

e For a month or two, money has been definitely 
tight, as judged by any standards of the past few 
years. 

e Reasons to expect easier conditions are still ab- 
sent, assuming matters are left to take their own 
course. 
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e The Federal Reserve has shown little or no disposi- 
tion to intervene in any very substantial way—rather to 
the surprise of many observers. Even its assistance to 
the Treasury when it offered 2%, one-year certificates was 
moderate, to say the least, in comparison with what has 
usually been the case in recent times. 


e Despite all this, the market has been able to ab- 
sorb large amounts of new-money corporate and mu- 
nicipal securities, which investors apparently prefer 
to governments at current prices and yields. Statis- 
tics recently issued showing second-quarter corporate 
offerings at a 23-year record caused no surprise. 
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e Bond and stock prices, including those traded on 
the big board, have held at a high level. The stock 
averages, at least the Dow-Jones version, have at 
times been at all-time highs. 

e By contrast, the Treasury was called upon for cash 
by holders of 17% of its maturing | 7/8s who were not 
interested in 2°/, for one-year Treasury certificates. It has 
been a long time since such a thing happened—and it has 
been a long time since the Treasury has had so little help 
from the Reserve system. 


It would appear that the longer-term “free riders” 
on the Treasury’s 234s offering have not done well 
of late. Precisely how many of them there are left, 
it is not possible to say. Many would not greatly 
object to a wait of at least six months from the time 
of purchase—provided they could ultimately get a 
reasonable capital gain in the process. The fact is, 
though, that this issue has been selling below par for 
some time—in which case a capital loss rather than a 
capital gain would appear to be in the making. It is 
possible that we have, in the state of the market for 
the 23s, an explanation of the fact that the Treasury’s 
offer of the 2s was none too enthusiastically sought 
by either free riders or others. 

The tightness in the money market is not hard to 
explain. Nor is its existence surprising—assuming 
aloofness on the part of the Federal Reserve. For sev- 
eral weeks following the June tax date—at which the 
Treasury, as usual, drew down its balances at the 
Reserve banks almost to the vanishing point—the 
steady building up of Treasury balances at the Re- 
serve banks kept member banks constantly bolstering 
their reserve balances. The seasonal decline in loans 
was never robust. The banks were inclined to take 
the 23gs from the free riders as far as they had the 
funds. A good many banks have substantial holdings 
of tax-exempts, particularly the housing bonds. The 
season for normal enlargement of loans is now here. 
The forces making for an expansion of deposits (and 
so creating a need for additional reserves) more than 
offset the moderate retirement of loans made in order 
to purchase and carry the Treasury 2%%s. A substan- 
tial increase in consumer loans followed removal of 
official restrictions. 


Opinions had always been divided as to the course the 
Reserve authorities would take in circumstances such as 
have been obtaining during the past month or two, but 
it is probably safe to say that not very many had ex- 
pected the system to remain aloof while recent offerings 
of the Treasury moved below par and gave some indica- 
tion of remaining there. Some firming up of member 
bank rates has already occurred and many would not 
be surprised if more of it were to come. 

Member-bank borrowing at the Reserve banks has 
been very high for a good while past, at times reach- 


ing near-record levels. Whether member banks, con- 
trary to custom and tradition, will remain in debt to 
the Reserve banks on any such scale as this remains 
for the future to disclose. Theoretically at least, a 
profit is to be had by lending to customers funds 
obtained from the Reserve banks at the current dis- 
count rate—and a substantial profit at that. Of course, 
in classical central bank theory, such a situation 
should not exist—but it often has in this country. 

Here are some of the questions being asked wher- 
ever two or three are gathered together in the finan- 
cial district: 

e Are the Reserve authorities really determined to 
stick to their guns, and let the money market tighten 
up even if it means a wholly different kind of gov- 
ernments market—and in an election year at that? 
They have already gone further in this direction than 
most had expected. What would happen in the event 
of a change for the worse in the business outlook? 

e Assuming continued aloofness on the part of the 
Federal Reserve, can the Treasury hope to avoid a 
radical change in yields on its obligations and ulti- 
mately a substantially larger interest charge? How 
long would it be before the President interested him- 
self in this situation as he has done on more than 
one occasion in the past? 

e Again, assuming continued aloofness on the part of 
the Federal Reserve, can private enterprise reasonably 
expect to find capital funds from nonbanking sources (or 
banks, for that matter) in any such amounts as it has been 
getting—and at what rates? tsi—‘—t—s~™S 


e How much longer can tax-exempts be absorbed 
in such amounts as have been coming into the mar- 
ket of late? Of course, we have a market here which 
rests (at present rates, anyhow) squarely upon tax 
laws which place very high levies upon incomes of 
both corporations and individuals. The eagerness of 
the market is not hard to understand when obligations 
offer the virtual equivalent of a guarantee by the 
Federal Government, in addition; or when what 
appear to be reasonably sound issues bear relatively 
good yields. 

But can all this go on indefinitely? And what hap- 
pens if and when taxes on income are reduced? 

e Recent revision of federal budget estimates sug- 
gests less further Treasury borrowing this year, but 
housing bonds and many other municipal issues are 
scheduled for the fall and early winter months. There 
is an abundance of corporations seeking new capital, 
and seasonal increases in bank borrowing are already 
in evidence. Will higher interest rates presently ap- 
pear and discourage borrowing? 

e The Conference Board's round-table meeting on "The 
Capital Market: 1952 Model," in the afternoon of Sep- 
tember 17, will seek answers to these and similar questions. 


—F. W. J. 
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WHAT KEEPS THE COST OF LIVING UP 


sciousness on the part of consumers, the cost 

of living has continued to show strength. In 
June, the consumers’ price index rose above its previ- 
ous postwar high of January, 1952; in July, it rose 
again. 

Since about the middle of 1951, the quarter-to-quar- 
ter rise in the CPI has exceeded the relatively sluggish 
advance in disposable income, so that real income has 
been drifting steadily downward. 

Four principal factors underlie the strength of the 
consumers’ price index currently and over the past 
year. 

® The cost of production of manufactured goods 
has remained high. While average materials prices 
have fallen, labor costs have continued upward. 

© At the same time that profit margins before taxes 
were stabilizing in some industries and shrinking in 
others, the tax burden was mounting rapidly. The 
resulting contraction of after-tax margins, at both 
manufacturing and retail levels, has exerted up- 


| cee a full year’s evidence of price con- 


SEPTEMBER, 1952 


ward pressure on prices in some industries; in others, 
it has limited the possibility of decline. . 

* Marketing costs have risen, owing to higher 
wage rates in distributive industries and higher trans- 
portation costs. 


e The cost of services, which is dependent to a 
large extent upon the cost of labor, has continued to 
rise. 


PROFIT MARGINS AND PRICES 


Ordinarily, net profit margins in past. periods of 
high prices and high production have been broad 
enough to allow for significant price reductions, and 
a significant fall in the retail price level, when mar- 
ket conditions weakened. During the 1949 recession, 
while average retail prices declined 6%, after-tax 
profits of all manufacturing corporations fell to $9.0 
billion from their 1948 level of $11.5 billion; and 
the net margin on sales fell from 7.0% to 5.8%. 

When consumer demand slackened early in 1951, 
margins of manufacturers were at very satisfactory 
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levels. Under ordinary conditions it might have been 
expected that the decline in consumption would have 
precipitated a competitive contraction in margins by 
means of reductions in selling prices. 

In 1951, however, a combination of unusual factors 
stemming from the defense sector was steadily eroding 
profit margins from the bottom up. While consumer 
demand was declining, prices of many materials—all 
metals, many chemicals, etc.—were supported by ris- 
ing defense demand. The same factor kept labor mar- 
kets firm by absorbing excess labor in consumer in- 
dustries. So wage rates continued upward even 
though employment in nondefense industries fell 
rather substantially. At the same time, normal and 
surtax rates advanced from 47% to 52%, and the 
excess-profits tax raised the marginal tax rate to 82%. 

Under these conditions, a relatively small (3%) de- 
cline in the general wholesale price level from the 
first quarter of 1951 to the first quarter of 1952, and 
a rise in the consumers’ price index, were associated 
with a very sharp shrinkage in net margins of manu- 
facturing corporations (from 6.1 cents per dollar of 
sales to about 4.5 cents). Profit margins of depart- 
ment stores in 1951 subsided to 2.3 cents on the sales 
dollar, the lowest level since 1938. 

And so, as unit profit fell, the effect of declining 
demand tended more and more to reduce output, 
rather than prices. 

The recent improvement in demand at retail, if 
it should continue into the fall season, may offer the 
opportunity to rebuild margins in the consumer sec- 
tor. Expansion of manufacturing margins has already 
begun in textiles, where rising demand has been ac- 
companied by price increases at the manufacturing 
level. 

This trend is part of the basis for expectations, 


Corporate Profit Margins Have Declined 


N 


1948 ‘49 *50 
& FIRST QUARTER OF 1952 ESTIMATED 


Net profits, after taxes, as a percentage of sales; all manu- 
facturing corporations 


Sources: Federal Trade Commission; Securities and Exchange 
Commission 


in some quarters, that corporate profits, as well as 
retail prices, will be moderately higher during the 
second half of 1952 than they were in the first half. 


COST OF PRODUCTION 


Theoretically, the current upward pressure on 
prices exerted by narrow profit margins could be re- 
lieved if either of the two principal factors involved 
in cost of production—labor costs and raw material 
costs—were to decline significantly. Since labor costs 
are apparently pointed up rather than down for the 
next twelve months, the outlook for retail prices 
hinges to a major extent on basic raw materials costs. 
A drop in such costs, of sufficient magnitude to ex- 
pand profit margins, would seem to be a prerequisite 
to any decline in retail prices from their current levels. 

Although the BLS spot price index of raw indus- 
trial commodities has receded 29% below the high- 
watermark of 1951, it is well above immediate pre- 
Korea levels. Few, if any, of the raw commodities 
entering importantly into the consumers’ price index 
show any signs of further weakness in the near future. 


FOOD 


The price of food has a 34% weight in the con- 
sumers’ price index. Raw materials costs in the food 
industry have declined—prices received by farmers 
have dropped 7% since the 1951 peak. But in the 
same period, retail food prices advanced 244%. And 
despite a record per capita volume of consumption 
expenditures for food—which has thus far implied ac- 
ceptance of higher food prices by the consumers— 
profit margins for food manufacturers and processors 
declined 32% in 1951. 

Indications are that a further decline occurred dur- 
ing the first half of this year. 


Labor Costs Up, Materials Down 
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This divergence of food prices at the retail level 
from the primary level without attending higher profit 
margins has been caused by the increasing cost of 
marketing. Processing, packaging, transportation and 
other costs of marketing (largely labor) have risen 
enough to offset both the price drop at the farm level 
and the narrowing of manufacturers’ and processors’ 
margins. 

Over the past year, the rise in food prices has main- 
tained an upward pressure on the consumers’ price 
index. Cost-of-living increases in wages have, in 
turn, tended to advance production costs in all manu- 
facturing. At the same time, food prices account for 
about 15% of the index of prices paid by farmers, 
which determines the level of farm parity prices on 
which farm-price supports are based. At present high- 
support levels, the floor under many farm foods would 
permit at best only a relatively small decline. 

Other components of the consumers’ price index 
now show little evidence of price weakness. Con- 
tinuing increases in the cost of services, rent, fuel and 
miscellaneous goods, as well as emerging conditions 
of price strength in apparel (and housefurnishings) 
seem to preclude any sudden or sustained price de- 
clines. 

RENT 


The cost of housing (which amounts to 18% of the 
CPI) has continued steadily upward under the in- 
fluence of rising construction costs for new dwellings, 
the gradually rising proportion of families occupy- 
ing new (uncontrolled) dwelling units, and sporadic 
relaxation of controls on prewar units. 

Despite some decline in the price of lumber and 
other construction materials, the rise in building wage 
rates has more than offset the decline in materials 
prices. Residential construction cost indexes are now 
2% above a year ago. Thus high costs for new dwelling 
units have maintained upward pressure on the rent 
index. 

Following the war, rentals in existing structures 
were kept artificially low by controls. With the re- 
laxation of controls, rents on prewar structures have 
been allowed to rise gradually. During the past four 
years, the rise in rent has amounted to an annual in- 
crease of 5%. And while the vacancy ratio is ap- 
parently rising in 1952, no important evidence of 
softness has yet developed in the rental housing mar- 
ket. 

; FUEL 


The cost of fuel, electricity and refrigeration (which 
accounts for 644% of the CPI) has also been in- 
creasing, although slowly. Fuel prices (coal, oil, gas) 
have been maintained by continued increases in costs 
of materials, labor and transportation. Even though 
the mine price of coal declined during 1951 and 1952, 


1See “The Floor Under Farm Prices,’”’ page 347. 
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the price at the user end has continued upward, owing, 
for the most part, to increased freight costs. Higher 
labor and fuel costs have added to the cost of elec- 
tricity. The cost of refrigeration, which depends on 
the cost of fuel and power, has also risen somewhat. 


APPAREL 


The sole downward pressure on retail prices orig- 
inated in the clothing (1014% of the CPI) and house- 
furnishings (4% of the CPI) categories—in both 
cases chiefly because of inflated manufacturers’ and 
retailers’ stocks. Wholesale apparel prices have de- 
clined 4% since their high of July, 1951, and retail 
prices are also about 3% down from their September, 
1951, peak. The wholesale price of raw cotton, the 
basic material of the textile apparel industry, has 
dropped 10% since its peak of June last year; owing 
to the need for large-scale liquidation, the price of 
cotton products at wholesale has dropped about 20%. 
Other fibres show mixed price trends, with the bal- 
ance pointing to relative stability. Wholesale prices 
of wool products are down 26% from their 1951 level, 
but recent market prices have shown firmness. Until 
May of this year, synthetic textiles had suffered 
steady declines in price, but they have recently begun 
to rise strongly. Wholesale prices of silk products 
have fluctuated erratically, but now show no evidence 
of weakness. 

In general, the decline in textile raw material costs 
over the past year was not sufficient to maintain ap- 
parel and textile manufacturing margins in the face of 
falling prices for finished goods, and rising taxes. 
Profits on sales for the textile industry as a whole 
fell to 1.4% in 1951, the lowest reported for any 
major manufacturing industry. 

However, inventory liquidation in the industry 
appears now to have been completed, and in fact, 
may already have turned to accumulation.! Prices 
at manufacturing levels have begun to rise, suggest- 
ing firmness at retail levels. 


HOUSEFURNISHINGS 


The downward drift of housefurnishings prices, 
which has brought them about 4% below their 1951 
peak, reflected overly optimistic production sched- 
ules. The actual price decline for this group has 
doubtless been somewhat sharper than indicated in 
the consumers’ price index, because of pronounced 
concessions off list price that have prevailed in this 
market ever since mid-1951. Although there is no 
good evidence of actual transaction prices in these 
markets, it seems quite possible that the price 
trough has already been reached and passed; recent 
reports indicate concessions off list prices are not so 
frequent or so large as they were six months ago. 


1A forthcoming article in The Business Record will analyze the 
1951 recession in the textile industry. 


In any event, the steel strike has strengthened 
price trends in this area, at least for appliances, both 
by interrupting the flow of goods to dealers, and by 
increasing manufacturing costs, particularly for those 
appliances which are still enjoying substantial long- 
term growth. Lumber prices, which are also of some 
importance in the housefurnishings industry, have 
recently been firm; so have the prices of those textile 
materials (carpeting, curtains, etc.) that enter into 
housefurnishings. 


MISCELLANEOUS 


The miscellaneous category (which accounts for 
27% of the CPI) includes such services and goods 
as are involved in transportation (owner operated as 
well as public) , medical care, household operation, re- 
creation, and personal care. The prices of these mis- 
cellaneous goods and services have risen 4% during 
the past twelve months. 

Rising prices for automobiles, gasoline and oil, re- 
pairs, and insurance have all contributed to the in- 
creased expense of owning and operating a private 
automobile. Escape from this rising cost trend has 
not been possible by merely switching to public con- 
veyances, since train and bus fares have also been 
rising steadily. 

The cost of medical care has risen. Hospitals and 


NEW RISE IN 


NEW HIGH of 180.4 was reached in July by 
the Board’s consumers’ price index for ten 
cities. This is .8% above the June figure and 

a rise of 3.4% over the year. The largest increase was 
in the food index, with an advance of 1.2%—a con- 
tinuation of an upward trend uninterrupted since 
February. 

The over-all price movement of individual food 
items during the month was mixed, but all cities 
reported higher prices for butter and eggs. Bacon 
and chicken moved upward in nine of the ten cities. 
Pork prices rose in some cities, with further increases 
expected before the end of the “seasonal high” in Oc- 
tober. Some decreases were reported for carrots, 
onions, bananas and apples, but they were more than 
balanced by increases in prices of cabbage, green 
beans and oranges. Fractional decreases were re- 
ported for canned peaches and sugar. 

Three other components recorded higher prices. 
The fuel index rose .7% over the month, a reaction to 
the higher ceiling on coal set by the OPS to compen- 
sate for the recent increase in freight rates. The rent 
index continued its slow climb, with a .2% rise since 


group hospitalization associations have increased their 
rate schedules in order to match increased operating 
expenses. Rates charged by physicians, surgeons, and 
dentists have advanced. 

The cost of household operation (including such 
services as laundry, domestic help, telephone, and 
such products as bar and granulated laundry soaps) 
has also advanced on average, despite small price de- 
clines for isolated products. Such everyday needs as 
face powder, napkins and razor blades now carry a 
higher price tag than they did a year ago, although 
some articles, such as toothpaste, have come down in 
price. 

The cost of recreation has not escaped the upward 
trend. It costs more to read the daily newspaper and 
the average book. And although television has cut into 
total expenditures at motion picture theatres, rates 
for the latter have tended upwards. 

Perhaps the most important factor underlying the 
rising cost of services has been the “vicious cycle” 
effect of higher living costs themselves, which, togeth- 
er with firm demand for labor in commodity-produc- 
ing industries, has kept wage rates in service indus- 
tries on an uptrend. 


GrorceE BENSON 
Division of Business Economics 
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June, totaling an over-all increase of 3.7% over the 
year. The sundries index advanced .8%. Since last 
July, the rise has been 4.7% —the greatest for any 
of the components. The clothing and housefurnish- 
ings components continued to fall, with decreases of 
2% and 4% respectively. 

Since this preview index of ten large cities roughly 
forecasts the movements of the 39-cities index, the 
price story for July for both indexes will probably 
bear out the pattern of the past year, which has been 
characterized by bold fluctuations of the generally 
rising food index, quicter increases in housing and 
sundries and moderating negative factors of the 
clothing and housefurnishings component. 


PRICE TRENDS SINCE KOREA 


June, 1952, marked the end of the second year 
of war in Korea. During these two years, Tue Con- 
FERENCE Boarn’s index of consumers’ prices has 
moved up almost continuously and the story of ris- 
ing prices has become commonplace. A study of the 
accompanying chart, however, gives a slightly new 
outlook on the most recent surge of inflation. 


BUSINESS RECORD 


365 


a 


Consumers’ Price Index for Ten United States Cities, and Purchasing Value of Dollar 
Index Numbers, January, 1939 =100 


Clothing 


Fuel? 


Weighted i 

Date Average of] Food | Housing! fornich|hseaacesleucescr® 

i Total Women’s Electricity mgs the Dollar 
LOO ME Duly ses see cae 174.5 229 8a} 117.4 152.0 188.8 131.1 89.8 ; 172.4 165.8 57.3 
INUPUSt yet erro c cs 174.8 229 4 117.8 152.0 187.6 181.6 89.8 103.7 171.3 166.6 57.2 
September.......... 175.5 230.66] 118.4 153.5 1389.4 132.1 89.8 1038.7 170.2 166.4 57.0 
Octobersee os... . 176.0 232.1 118.8 153.6 139.2 132.5 89.8 108.7 169.2 166.8 56.8 
November.......... 178.2 236.8c} 119.9 152.7 138.7 132.7 89.8 108.7 169.7 167.9 56.1 
December........... 178.8 236.7d| 120.3 152.1 138.0 183.0 89.8 103.7 169.9 170.8 55.9 
Annual average......|_ 174.5 |_ 229.3 | _ 116.9 | 152.2} 168.3 | 1388.7 | 131.7 | 89.8 103.7 170.8 166.3 57.3 
1952 January............ 179.0 237.5 120.9 151.2 38 137.5 133.1 .0 103.7 168.6 170.1 55.9 
Mebruaryerrcsce.. . . 176.3 230.7e} 121.1 150.1 166.3 186.5 133.0 .0 103.7 168.3 169.0 56.7 
March sfiaseeoa ra. Gates 176.7 231.0f| 121.2 149.8 166.0 136.1 133.2 .0 104.3 167.0 170.1 56.6 
APTS eee ees. « 178.4 234.3 121.47) 149.7 165.8 136.1 1383.3 .0 104.9 166.9 172.1 56.1 
Mayan ten os 178.9r| 236.69] 121.57} 149.4 165.2 136.1 130.6 .0 104.8 165.5 172.2 55.9 

UTE in ee ee 179.Or| 237.0h} 121.57) 148.8 164.7 135.4 130.9 .0 104.8 165.07r| 172.3 55.9r 
AT hic Sen oe 180.4 239.8 121.7. 148.5 164.6 135.0 131.8 .0 104.8 164.3 173.6 55.4 

Percentage Changes 

June, 1952 to July, 1952... +0.8 +1.2 | +0.2 0.2 = .1 -0.3 +0.7 | 0 0 0.4 +0.8 —-0.9 
July, 1951 to July, 1952... +3.4 +4.6 +3.7 —2.3 —2.1 —2.4 +0.5 +0.2 +1.1 4.7 | 44.7 | 3.3 


1 Rents surveyed quarterly in individual cities 
2 Includes electricity and gas 

a Based on food prices for July 16, 1951 

b Based on food prices for Sept. 17, 1951 


c Based on food prices for Nov. 14, 1951 
d Based on food prices for Dec. 12, 1951 
e Based on food prices for Feb. 13, 1952 
f Based on food prices for March 12, 1952 


g Based on food prices for May 14, 1952 
h Based oe food prices for June 16, 1952 
r Revise 


Since June, 1950, the all-items index has risen from 
162.2 (January, 1939=100) to 180.8, an increase of 
11.5% (June, 1952). But in the second year of this 
period, prices advanced only 3.1%. In two compo- 
nents—clothing and housefurnishings—prices actually 
declined. Thus the series of price increases set off 
by the Korean war seems to have subsided in one 
year, and was replaced by a steady upward pressure 
which has gradually been forcing the index to new 
highs. 

Because of the importance of food expenditures 
in the moderate-income family’s budget and the fre- 
quency with which meats and groceries are purchased, 
many consumers believe that food prices have in- 
creased most in the past year. This is not actually 
the case. Although the greatest rise since June, 1950, 
occurred in the food index (15.7%), housing and sun- 
dries in the past year have risen more than food. 
Housing costs, represented in the index by residential 
rents, are 8.4% above their pre-Korea level and 4.3% 
higher than a year ago. The sundries index, which 
covers such items as medical and dental care, recrea- 
tion, personal care and transportation, advanced 9.3% 
since June, 1950, and 4.3% in the second. 


EMPLOYMENT AND PAYROLLS 


The purchasing value of the consumers’ dollar was 
55.3 cents in June (January, 1939 dollar=100 cents) . 
This is its lowest value in the history of Taz Conrrr- 
ENCE Boarp’s index. 

The number of gainfully employed declined in July, 
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according to the Department of Commerce. The 
estimated total of 62.2 million was 350,000 below the 
previous month and 292,000 below the total for July 
a year ago. The full impact of the steel strike 
is not reflected in these early July estimates of em- 
ployment; layoffs were most pronounced in the final 
half of the month. 


Total payrolls increased in June despite shutdowns 
in steel companies, the Department of Commerce re- 
ports. The estimated figure of $146 billion (on an 
annual basis) was $500 million higher than in May. 
Increased activity in industries not affected by work 
stoppages, particularly textiles, apparel, trade and 
public utilities, is given as one reason for the increase 
in total payrolls. Resumption of normal work weeks 
in the petroleum industry, after the industry-wide 
strike in May, also helped to raise the totals for pay- 
rolls in June. 


TAXES AND INFLATION 


A special analysis prepared by THe CoNnFERENCE 
Boarp based on its regular surveys in the field’ shows 
that the average married clerical worker with one 
child had his purchasing power cut by close to 3% 
from October, 1949, to October, 1951. The single 
clerical worker also lost ground, with his purchasing 
power cut 4% over the same period. 

The twin bite of heavy taxes and a watered-down 
dollar made a similar impact on the production work- 
er. For those jobs surveyed by the Board, the married 


1Clerical Salary Survey,” October, 1949, October, 1951; “Occu- 
pational Wage Rate Survey,” April, 1950, April, 1952. 
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worker with one child lost about 1% of his pur- 
chasing power from April, 1950, to April, 1952. The 
single person working for hourly wages also saw his 
real earnings (after taxes) shrink by almost 27% for 
the same period. 

Calculation of these single percentage changes for 
hourly paid and clerical workers was based on a 
simple arithmetic mean of the median hourly wage 
rates and weekly salaries paid in the two periods sur- 
' veyed. Fifteen jobs in the hourly paid group were 
considered, while for the clerical field thirteen jobs 
were surveyed. For the clerical and production jobs 
covered see the accompanying tables. Most cases 


studied lost ground over the two-year periods despite 
wage and salary increases granted. In the clerical 
field, the unmarried telephone switchboard operator, 
for example, saw her real income after taxes and de- 
preciation of the dollar dwindle by close to $200. On 
the other hand, one job, that of junior dictating trans- 
criber, showed a gain of $18. But this was the only 
job out of thirteen included in the survey which show- 
ed a net increase. 

For the wage earner, more jobs showed reductions 
in purchasing power than gains. Although the sur- 
vey dates were not strictly comparable, for all prac- 
tical purposes they were parallel with the earlier date 


Median Salary, Taxes, and Dollar Depreciation for Thirteen Clerical Jobs 
October, 1949-October, 1951 


Median Salaries 


Occupation 


Pile clerked aa 
Office boy settee si onc ois ate choos 5S ners 
Key punch operator...................-005- 
Bookkeeping machine operator.............. 
Junior copy typistle.. «4c. gene ere se aes 
Calculator or comptometer operator.......... 
Billing machine operator.................... 
Stenographers.aeas- tase eee < eS ictae 
Senior dictating machine transcriber 
Senior:copystypistameats. tee ae: 
Receptionist*® fescue wand auc cee ons tone 
Telephone switchboard operator............. 


Source: Tor CONFERENCE Boarp 


Single Worker Married Worker—One Child 


October, 1949—October, 1951 


October, 1949-October, 1951 


Median Salary, Taxes, and Dollar Depreciation for Fifteen Production and 
Maintenance Jobs, April 1950-April 1952 


Median Salaries 
Occupation 


Tool, die, gauge makerI.................... 
Maintenance mechanic I.................... 
Combination welder.....................08 
Carpenters scien on tetyte hontai aoe 


Source: Tar ConFERENCE Boakrp 


Single Worker Married Worker-—One Child 


April, 1950-April, 1952 April, 1950-April, 1952 


+1138 
+95 
+59 
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—43 
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Annual earnings after taxes and allowance 


for dollar depreciation 


CLERICAL JOBS 


Single worker Married worker, one child 


23 
z0 2,390 poLLar 
DEPRECIATION 


TAX 


J INCOME 
| AFTER 
| TAXES 


OCT. OCT. OCT. OCT. 
1949 1951 1949 195] 


Average, in dollars, of median for thirteen clerical jobs 


(pre-Korea in each case), while the most recent sur- 
vey dates for clerical and wage earner groups differed 
by only six months. For fifteen wage jobs reviewed, 
single workers had declines in twelve between April, 
1950, and April, 1952, and net increases in three. 
Married wage earners with one child lost ground in 
eleven of the fifteen jobs while they gained ground 
in four. Three of these latter jobs are relatively skilled. 
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PRODUCTION JOBS 
Married worker, one child 


3,899 3,899 


Single worker 


DOLLAR 
DEPRECIATION 


3,393 


APRIL APRIL APRIL APRIL 
1950 1952 1950 1952 


Average, in dollars, of median for fifteen hourly paid jobs 


There is, however, no clear-cut pattern showing that 
the skilled wage earners have fared better or worse 
than the unskilled. 


Tuomas A. FitzGERALD 

JOHN NAPIER 

Ouive E. VaucHan 
Statistical Division 


FORECASTS 


General 


Federal Reserve (“1952 Survey of Consumer Finances,” 
Federal Reserve Bulletin, July) —“Consumers expected, on 
balance, little improvement in their financial positions or 
in market conditions in 1952. Increases in income were 
anticipated more frequently than decreases, but the pro- 
portion of consumers expecting prices to rise further was 
larger than the proportion expecting increases in income. 
Prospects for 1952 indicated by survey findings were that 
consumer spending would continue at a moderate level in 
relation to income as long as the attitude prevails that 
prices are too high.” 

B. F. Goodrich Co. (“Trends and Prospects in the Auto- 
motive, Rubber, and Allied Industries 1950-60,” released 
in August) —“If our forecasts are correct, the gross national 
product of this country will total $364 billion by 1960, in 
the same kind of dollars we had in 1950. Disposable per- 
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sonal income, which is the amount of income that we as 
individuals have left after we have paid our taxes, should 
increase from $204 billion in 1950 to about $256 billion. 
Thus the supply of goods and services should increase and 
people should have the money with which to buy them.” 


Congress of Industrial Organizations (Economic Outlook, 
June)—“We may encounter an economic recession next 
year—if consumer buying power and consumer spending do 
not rise sufficiently to make up for the leveling off of defense 
spending and the decline in the construction of new plant 
and equipment. There are signs of economic danger ahead 
for 1958 and 1954.” 

Theodore J. Kreps, professor, Stanford University (in an 
address at Stanford University, July 14)—“Sometime to- 
ward the middle of 1953 the level of business may reach a 
crest and be followed by a relatively long, though, I hope, 
mild downturn... .” 


Retail Sales of Durables Instalment Sale Credit Granted 
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Billions of dollars. Data for retail sales are seasonally adjusted 
Sources: Department of Commerce; Federal Reserve 


SELECTED BUSINESS INDICATORS 


1952 Percentage Change 
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Production and Business Activity— 


Industrial production, total (S)............ 1935-39 = 100 203 —5.4 -9.4 
Durable goods" (S).eta.2 css cece sconce oc 1935-39 = 100 248 -8.5 -14.3 
Nondurable goods (S)...............008: 1935-39 = 100 185 -2.7 -3.7 
Minerals) GS) zetia... svcsmicvemre oe oa .ersis(o.ceee 1935-89 = 100 146 —2.7 —9.0 

Consumer durables (S)..............20005- 1947-49 = 100 ea. 106 +1.9 -15.2 

Machines toolstnceis errs accaiteiee circa sis esare 1945-47 = 100 : 330.8 : —23.0 +76.0 

Construction contracts awarded, residential.|/ million dollars 582 +4.5 +10.9 

Construction contracts awarded, other...... million dollars 907 —0.4 +8.6 

Retail sales (S) fas piocteracemiat: oc aoe million dollars 13,039 -3.7 +4.1 

Retail inventories (S)*.................... million dollars ee 17,737 =yh et -12.5 

Department store sales (S)................ 1947-49 = 100 111 aie 0 

Department store inventories (S)*.......... 1947-49 = 100 aris 118 0 =19%6 

Manufacturing sales (S)................... million dollars a. 21,841 i -5.5 ~1.3 

Manufacturing inventories (S)?............ million dollars a. 42,096 0.8 +7.9 

Manufacturing new orders................ million dollars <a: 23,169 +6.9 -~3.7 

Manufacturing unfilled orders*............. million dollars as 65,486 42.2 48.6 

Carloadings, total®...................005. thousand cars 644 Eons -21.8 

Carloadings, miscellaneous®................ thousand cars 322 ~7.0 184 

Prices, Wages, Employment— ; 
Basic commodity pees vara covotersevenaeretoeves Aug. 1989=10 ; 293.3 ; 0 =fies 
Wholesale commodity prices, all........... 1947-49 = 100 . 111.2 : 40.5 out 
Py Ro generis Goninon tees 1chGe 4 1947-49 = 100 : 107.2 ; +2.8 0.8 
Tndustiial ooa.c oe cee: is nese 1947-49 = 100 : 112.6 0 -2.7 

Consumers’ price index................... 1935-39 = 100 4 189.6 : 40.6 42.9 

Farm parity price ratio................... 1910-14 = 100 102 218 a 

Non-agricultural employment.............. 54,402 40.4 +0.0 

Unemployment... .............. ee ee eeeees 1,818 46.8 44.6 

Factory employment..................... 12,393 -3.1 -6.8 

Average weekly hours worked, manufacturin; : 40.4 ny -0.7 

Average hourly earnings, manufacturing. .. . : 1.658 q 0.8 43.3 

Personal income (S)*................0.008: billion dollars a. 266.0 54. 40.6 44.6 

Finance and Government— 

Bank debits, outside New York City*....... million dollars 74,948 ~0.1 +10.9 

Business ans’) 5... 5.000. shen ee oe million dollars 20,625 0.1 “48.0 

Consumer instalment credit outstanding’. . .|/ million dollars a. 14,404 443 41g 

Privately held money supply.............. billion dollars a, 185.3 40.5 4+6.1 

Federal budget receipts... .......00200000 05 million dollars 9,796 , 66.1 +29.0 
Federal budget expenditures............... million dollars 6,930 2.7 42 3 
Defense expenditures..................... million dollars 4,024 Soh deni 

Federal budget surplus or deficit, cumulative§] million dollars AO F ee 

8 Adjusted for seasonal variation 3 Average wee 6140 centers 

1Shipments 4Average of 28 dai = 7 a June, 1951 

cee seeps tm ademRn  ee Sere as Sa 


Sources: Association of American Railroads; B f Agricul ics; istics: 
National Machine Tool Builders Asociaiiont Tar DEpitmest Tas Cokranaion poe Statistics; Department of Commerce; F, W. Dodge Corp.; Federal Reserve: 
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